The eastern enlargement of the European Union is a twofold process, in which governments of transition countries decide whether or not to apply for membership and in turn EU members decide whether or not to accept these applicants. The authors argue that the level of democracy and the extent of market reforms together determine the first decision, while the second decision is largely determined by the EU observing the reform process in applicant countries imposed by the acquis communautaire conditionality. The natural procedure to test this theory is a Heckman selection model. A Heckman specification with panel probit estimators in both stages is used. The data supports the argument that uncontested reforms signal the policy support of relevant political parties to the EU and increase the likelihood of joining the Union. The authors also test for specification errors and check the robustness of the findings.
Most theoretical accounts of European Union (EU) enlargement to Eastern European countries treat application decisions by transition countries and the EU's selection among these applicants implicitly as unrelated. The political process of enlargement has been almost exclusively analysed from an EU-centric perspective, because most scholars intuitively assumed that the EU was the limiting factor of enlargement. Starting from this assumption, a fundamental debate on the EU's selection criteria has emerged. Frontiers in this debate run essentially along the rationalist-constructivist divide. On the one hand, proponents of rationalist approaches consider economic reasons in the very broad sense as the main driving forces behind EU enlargement. Authors working in this tradition suggest that the EU accepted those transition countries whose membership provided the largest economic gains to the old members. Economic gains result from increased trade relations with newly adopted members, the reduction in poverty migration and the stabilization of property rights in transition countries.
1 On the other hand, constructivist approaches claim that shared beliefs and principles matter most. Frank Schimmelfennig, for instance, argues that EU members supporting enlargement achieve their goal by utilizing the community's traditional pan-European orientation and its liberal values to render the arguments of the enlargement's opponents illegitimate. As a consequence, 'the decision of Western organizations to admit or to begin accession negotiations with an outside state appears to be most systematically related with that state's adoption of democratic norms in domestic politics.' 2 This article takes issue with both sides of the debate. We argue that the EU's repeated declaration to accept only stable democracies with a market-oriented economic system and the clearly stated regulatory conditionality resulted in a self-selection process among transition countries. Thus, while the factors identified in the enlargement literature may explain the self-selection among the transition countries, they do not contribute much to the EU's selection amongst applicant countries.
This holds especially true for the view that democracy was the driving force behind enlargement. Leaders in autocratic regimes were unwilling to apply either for purely domestic reasons or because they at least anticipated little or no chance of success. By contrast, democratic governments (with few exceptions) filed an application to the EU. Due to this self-selection process, applicants varied little with respect to democratic institutions. For this reason, the EU had to rely upon other criteria to distinguish between countries selected for early accession and others.
We argue that the EU based its decision mainly upon an evaluation of potential disturbances in EU decision-making processes -disturbances emerging from newly accepted members. The EU cannot assume that even democratically elected governments in transition countries hold policy preferences consistent with its economic, social and political goals. Once accepted, these countries are prone to delay and complicate the decision-making processes of the EU. To avoid political conflicts between old and new members as much as possible, the EU analysed the economic policy preferences of parties in the transition countries' parliaments and governments.
We further claim that the EU gained information about policy preferences of relevant parties in transition countries from two natural sources. First, the EU evaluated partisan platforms and statements of leading politicians to find signs of 'Euroscepticism'. Secondly and more importantly, the EU carefully observed the legislative deliberations triggered by the implementation of the acquis communautaire.
Our theory of the accession logic leads to a different perspective on the EU's enlargement process. We argue that one should distinguish carefully between factors influencing application and factors affecting accession. However, it is also vital to note that these two crucial stages in the enlargement process, the application and the accession stage, are intertwined. The group of countries from which the EU has selected new members has not been randomly determined but is the result of earlier self-selection. To empirically account for the interdependence of decisions, we employ a Heckman Probit Selection model. 3 The results of the analysis support our claim that decisions were logically connected. Expectations about the policy preferences of applicant countries rather than the adoption of democratic norms have influenced the EU's accession decisions.
E C O N O M I C G A I N S, D E M O C R A C Y A N D E U E N L A R G E M E N T
The European Union's eastern enlargement has attracted much attention from political scientists and economists, yet little consensus has emerged on what has motivated EU members to accept countries with relatively low per capita income and a fragile industrial basis. For a broad cut through the literature it seems useful to distinguish approaches trying to identify economic gains from enlargement and approaches that mainly perceive enlargement as a quasi-natural, norm-driven political process. Economic approaches usually start by justifying the assumption that enlargement has to be Pareto-efficient. EU enlargement must at least be cost-neutral for both insiders and outsiders if it is to become a viable political alternative. Starting from here, scholars see little need to explain why transition countries gain from EU membership. Instead, they seek to rationalize EU members' support of enlargement.
A first general theoretical account of enlargement has been adopted from the broad literature on trade integration and free-trade areas. In a nutshell, the trade theory of enlargement states that EU members gain from enlargement because barriers to trade are removed and markets become more fully integrated. 4 There can be little doubt that economic welfare in EU member countries is likely to rise from enlargement, though markets in transition countries are still relatively unimportant for most EU industries. All ten applicant countries account for less than 5 per cent of the EU's total exports and imports.
5 But still, transition countries' economies currently grow much faster than the EU economies, and these countries provide natural opportunities for EU corporations to increase efficiency by slicing up the product chain.
However, even if there are potential gains from market integration, alternative integration strategies -free-trade agreements in particular -could easily be more advantageous for EU members than the enlargement of the union. Such a free-trade agreement equally guarantees market access for Western corporations to Central and Eastern European markets (and vice versa) without forcing the EU to grant membership rights to transition countries. The trading explanation resembles an argument stating that Roald Amundsen undertook the Antarctica expedition because he liked skiing.
6 Even though this might have been true, easier ways to accomplish this objective surely existed. Thus, the trade integration approach to enlargement fails to take competing political strategies sufficiently into consideration. The limits of the trade theory to enlargement recently gave rise to various complementary explanations. For instance, Dawn Brancati argued that members of the EU gain from enlargement because membership prevents governments in transition countries from expropriating foreign investors. 7 In brief, the argument states that EU membership reduces the political risks faced by foreign direct investors.
Political debates mostly focused on agricultural subsidies as being the main obstacle to enlargement. Since Central and Eastern European countries would certainly gain from the EU's common agricultural policy, current beneficiaries would have to accept a reduction in transfers, assuming that total agricultural subsidies were to remain constant. 8 In this case, possessing a small agricultural sector should be an advantage in gaining acceptance. As closer inspection of the agricultural size of applicant countries reveals, Poland would have been the main candidate for exclusion if the EU selected new members solely upon consideration of the agricultural sector. Thus, while having a small agricultural sector might serve as an advantage in gaining access to the EU, having a large agricultural sector is not an exclusion criterion.
In contrast to economic theories of enlargement, other scholars have incorporated political factors such as geopolitics and shared norms. In Gerard Roland's view, for instance, former satellite countries of the Soviet Union find it essential to belong to the Western world.
9 Schimmelfennig claims that the single most important reason for accession stems from jointly shared values and norms. 10 In his view, the European Union is a liberal international community and admits 'all countries that share its collective identity and adhere to its constitutive norms'.
11 Yet neither accounts for the dynamics of enlargement processes. Both perceive enlargement as a one-shot game, in which countries that belong to the EU become members for historical, geographical, cultural and political reasons.
To sum up, the existing literature has not adequately captured the fact that the enlargement process consists of two separate, albeit related, choices: the transition countries' decision to apply for EU membership and the EU's decision to accept applicants. They therefore fail to explain the apparent diplomatic tensions along with the fact that only ten of twenty-four 'European' transition countries applied and only eight out of ten applicants became members in 2004. Ignoring the way in which these two decisions influence each other could lead to wrong inferences and to biased empirical analyses. In the next section, we intertwine the existing arguments and highlight how economic as well as political factors interact, using a unified framework to distinguish carefully between application and accession.
T H E L O G I C O F E U A P P L I C A T I O N A N D A C C E S S I O N
This section develops a unified framework of application and accession. 12 In the first step, the application decision, we offer an explanation based on the idea that opportunistic governments maximize political support from voters and interest groups, whereas both groups favour different levels of market distortions. Under this condition, the emerging equilibrium level of market distortions affects a country's decision to apply for EU membership, because the acquis communautaire formulates a minimum level of regulatory quality, below which the EU will not accept applicant countries. As a consequence, the higher the equilibrium level of market distortions, the more costly it becomes for governments in transition countries to carry out reforms that aim at satisfying the EU's requirements. 13 Hence, the lower a country's equilibrium level of regulatory quality, the 12 This also means that we do not intend to draft an alternative to the theories discussed above. In other words: economic and political gains explain the incentive to enlarge the EU. Starting from there, we aim at formulating a more convincing explanation; one that explicitly integrates application and accession as contingent choices in a coherent framework. 13 Walter Mattli and Thomas Plümper, 'The Internal Value of External Options: How the EU Shapes the Scope of Regulatory Reforms in Transition Countries', European Union Politics, 5 (2004), 307-30. less likely it is to apply for EU membership. The second step models the EU's choice among self-selected applicants. We argue that the acquis communautaire reforms imposed upon applicants allow EU member states to identify countries that are likely to produce high political costs once accepted as new members.
Application Stage
Following the basic tenor of the literature, transition countries have an inherent incentive to apply for EU membership.
14 Contrary to this view, some of these governments were reluctant to apply for membership rights in the EU. Starting from this puzzling observation, Mattli and Plümper argue that governments in transition countries that abstain from applying for EU membership minimize political costs that would occur as a result of implementing the required acquis communautaire reforms.
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In this model, political leaders calculate their individual political benefits and losses resulting from pro-integration reforms. They do not assess the impact of EU membership on the wealth of their nation. An EU application affects the government's political support in two ways. On the one hand, a majority of voters expects to profit from EU transfers along with welfare gains from required market reforms and EU membership. On the other hand, the EU requires a severe reduction in market distortions. Thus, special interest groups that profit from these adverse institutions and policies oppose EU membership which is conditioned upon acquis conditionality. Market-building reforms which seem promising for economic growth and prosperity would directly impair rent-seeking activity by potentially powerful interest groups. Serving these diverging interests, the government's choice of the level of market distortions hinges upon the relative importance of the two groups within the society. While leaders in democratic regimes primarily have to rely on voters' support, the political survival of authoritarian leaders mainly results from the support of the military and economic elite. 16 The greater the electoral accountability of a government towards the voter, the more weight an incumbent places on voters' preferences and the less influential special interest groups are. Democracies are therefore less prone to implement distorting public policies.
This standard political-economic setting has important implications for the decision to apply for EU membership. The EU stated at the onset of the enlargement process that it would accept only stable democracies. The rule of law, the existence of a functioning market economy, the capacity to cope with competitive pressures and the ability to take on the obligations of membership were all considered indispensable (European Council meeting in Copenhagen in 1993). The Copenhagen criteria have two consequences for transition states. First, there is little if any chance of becoming an EU member without democratization. Secondly, implementing market reform is a necessary prerequisite of membership. A commitment to push towards necessary regulatory reforms would compel interest groups to withdraw their support. By applying for EU membership, autocratic incumbents deliberately agree upon reforms, which are likely to remove them from positions of power. Democratic governments also lose interest groups' support, but the gains in voter support, resulting from EU membership, more easily compensate for losses in interest-group support.
Thus, a country's decision to apply for membership and to push forward regulatory reforms crucially depends on the quality of its regulation and its regime type. Since both variables influence the perception of the likelihood that the EU will accept an application, the group of applicant countries is clearly not determined by random selection. Leaders in autocratic transition countries not only knew of the EU conditionality vis-à-vis applicants in advance, but have also shied away from taking action against the interest of protectionist and anti-liberal special interest groups.
Accession Stage
Public choice theories suggest that political unions accept new members if the arising gains from enlargement exceed the costs. Most importantly, the size of the internal market increases, thus providing old member states with additional gains from trade and capital market integration.
17 Moreover, potential negative externalities from economic disturbances in transition countries -especially negative externalities of poverty migration and destabilized political systems -decline because these countries are likely to profit from free access to the internal market. At least in the long run, enlargement leads to more political stability and more peaceful relations on the European continent.
Politicians from EU member states in favour of enlargement have always emphasized these economic and political gains. Shortly after the Copenhagen Summit in 1993, German Foreign Minister Klaus Kinkel announced a comprehensive EU Ostpolitik. He stressed that in order to make it as effective as possible, an Ostpolitik should be limited to Hungary, Poland, Slovenia, the Czech Republic, Romania and Bulgaria, but should also include the Ukraine, Russia and other states to the east of the EU into the enlargement process. 18 However, not all EU members agreed. In the mid-1990s, a debate on enlargement unfolded. Sceptical voices in this debate supported a gradual and more selective approach. They pleaded that only well-prepared countries should be accepted. In a moderate form, this approach became official EU policy. Once the EU members agreed upon being selective in granting membership rights to applicants, the question emerged what criteria should be applied.
We argue that the EU selected new members primarily upon evaluation of the parties in the political arena. This was necessary because the more different the policy preferences of applicants are, relative to those of current members, the more complicated decision-making procedures become after having accepted new members. Along with considering the potential economic and political gains from enlargement, members also asked what ramifications enlargement would have for the effectiveness and efficiency of the EU's decision-making processes.
We therefore start by assuming that enlargement reduces the leverage of at least some old members on political decision making in the EU. 19 The impact of new members on the decision-making processes of the EU is highest under a unanimity rule. The EU has reacted to this by reducing the number of issues decided by consensus. In addition, new members ceteris paribus exert a larger influence on EU decisions (a) the larger the heterogeneity of preferences among the old members, (b) the more contiguous the preferences of new members, and (c) the more the mean positions of old and new members diverge. To make the emergence of option (b) and option (c) less likely, old members have an incentive not to accept countries with volatile and/or deviant policy preferences.
In trying to identify these countries, however, EU members find it difficult to evaluate prospective policy preferences of potential new members, for two reasons. First, political parties in transition countries come and go. In Poland, to mention an extreme case, seventeen parties held cabinet shares between 1990 and 1998. Secondly, these parties frequently and radically change their names or the content of their manifestos. They were (and still are) in the word's truest sense, opportunistic, that is, lacking a stable ideological basis.
We therefore posit that even if EU members may directly observe the level of democracy and the revealed policy preferences of governments in transition countries, they still have problems detecting future policy preferences of currently influential parties and find it even harder to identify parties that may gain political leverage. The EU cannot easily rule out that transition countries have not applied, in which parties with interventionist or even market-hostile preferences shape policies. Such countries might -if they became members -increase tensions in the prospective EU decision-making processes. A country would almost certainly delay or impede EU decision making if an anti-integrationist party came into power or an anti-integrationist opposition party obtained veto-power. In the case of a new EU member holding relatively radical positions in all policy dimensions, the use of log-rolling strategies becomes increasingly difficult and potentially more expensive. To avoid these complications, current EU members are inclined to accept only those countries whose governments hold policy preferences similar to those typical in EU countries.
Fortunately for EU members, the implementation process of acquis communautaire reforms offers a source of information about the policy preferences of parties in transition countries that can easily be evaluated. The parliamentary reform debates and the duration of decision-making processes reveal the true policy preferences of the participating parties. If acquis reforms lead to controversies in the parliament of an applicant country, that country then is likely to disturb the smooth agreement on common European standards and policies. 20 What does this mean for the selection process? Our theory suggests that democracy matters only in the first stage, where political leaders in transition countries decide whether to apply or not. In the second stage, the EU primarily uses information on the revealed preferences of political parties. We expect that the strength of parties hostile to the EU and the capability of these countries to implement acquis communautaire reforms have the greatest influence on EU's accession decision.
We test this theory in the next section. In exploiting the cross-sectional and the time-series variance in the timing of application and accession, our empirical model highlights the contrast between Schimmelfennig's norm-driven approach and our interest-based model. While Schimmelfennig claims an unconditional effect of democracy on the EU's decision at the second stage, our theory suggests a strong positive influence of democracy at the application stage, but that it has either no effect or only a conditional effect on accession. Hence, our causal mechanism is supported if and only if we demonstrate a direct impact of the number of closed acquis chapters on accession without democracy completely determining our main variable.
In the last section we described EU enlargement as an inseparable process of self-selection and EU accession decision. Due to the self-selective character of applications, severe estimation problems occur that have not yet been adequately addressed in the literature. To deal with these estimation problems, we employ a Heckman selection model. This procedure not only captures our theory appropriately, it is also more efficient and robust than competing procedures and -most importantly -the only consistent estimator given the truncated distribution of the sample in the second stage. The properties of the estimator will be described in detail in the discussion later on and we formally derive the Heckman estimator in the Appendix.
The statistical analysis includes all European transition countries in the first step (applicants and non-applicants). 21 In the second stage, we exclude non-applicant countries from the dataset leading to a sample population of ten countries. 22 The period under observation spans from 1990 to 2001 for applicant and non-applicant countries. This leaves us with 112 observations (country-years) in the first and seventy observations in the second stage.
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First Stage Variables
Dependent variable. In the first stage, the dependent variable indicates whether or not a state applies for membership in the European Union. It is operationally defined as 1 if a state applies and 0 otherwise. Independent variables. The European Bank for Reconstruction and Development, from which we took the information on regulations, measures regulatory quality along nine dimensions: large-scale privatization, small-scale privatization, enterprise restructuring, price liberalization, trade and foreign exchange system, competition policy, banking reform and interest rate liberalization, securities markets and non-bank financial 21 Countries in the first step are Albania, Belarus, Bulgaria, Croatia, the Czech Republic, Estonia, Georgia, Hungary, Latvia, Lithuania, Macedonia, Moldova, Poland, Romania, Russia, Slovakia, Slovenia and Ukraine. Countries at war and Central Asian countries are excluded. 22 Countries of the second step are the Czech Republic, Estonia, Hungary, Poland, Slovenia, Latvia, Lithuania, Slovakia, Bulgaria and Romania. 23 Note that considering country-years as the level of analysis in the second stage generates correlated errors because the EU concluded the accession negotiations with eight out of ten applicants from Central and East European countries simultaneously in December 2002 rather than accepting applicants once they passed a certain threshold level. As a consequence, the standard errors we obtain in the second stage estimation of the Heckman model are probably too large. We investigate and discuss the severity of this error in the robustness tests.
institutions, and the extensiveness of commercial law. The dimensions range from 1 to 4, where 1 denotes very low regulatory quality and 4 denotes the quality typical of advanced industrial economies. 24 Since the dimensions are highly inter-correlated, we compute an integrated score by taking the mean of these nine dimensions. 25 The lower the quality of regulation within a country, the less likely is a country to apply for membership in the EU. The widely used Polity IV standard serves as a proxy for the level of democracy. We have normalized the 'Polity' variable so that 0 denotes completely autocratic systems while 10 refers to fully democratic countries.
Although there is no theoretical necessity to include additional independent variables, we nevertheless control for several more exogenous effects for a simple reason. Only the inclusion of ostensibly unnecessary controls allows us to test the robustness of the estimated coefficients. To conduct such a test, we add variables other scholars have found to be correlated with the likelihood of reforms. The presidential power variable measures the dependence of the government on presidential intervention. Thus, 1 means the government is completely independent of the president (or no president exists) and 4 means the president has almost complete control over policies and the composition of the government. 26 We further include general government final consumption expenditure (per cent of gross domestic product (GDP)) and exports of goods and services (per cent of GDP).
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Second Stage Variables
Dependent variable. All theories dealing with enlargement make predictions on the country sample to which the EU grants membership rights. Rather than analysing the formal enlargement that took place in May 2004, we analyse the Copenhagen decision, in which the Commission selected eight transition countries for early accession. The variable takes the value 1 if a country has been selected for early accession, 0 otherwise. The data used to generate this variable can be obtained from the European Union homepage for enlargement.
Independent variables.
In the second stage we focus on the effect of political variables providing EU members with information on the political preferences of parties in the applicants' parliaments. Specifically, we evaluate the effect of the number of closed chapters and of the existence of Eurosceptic parties in parliament and government on the EU's accession decision. Since applicants have to negotiate and close each of the thirty chapters of the acquis communautaire, the chapter variable comprises scores from 0 to 30. Data is derived from the annual reports of the European Commission revealing the exact time of closure of the single chapters. [1990] [1991] [1992] [1993] [1994] [1995] [1996] [1997] [1998] [1999] [2000] [2001] . 25 Since the correlation between all the different types of regulation is extremely high, taking the mean does not omit much of the difference between countries. A factor analysis also supports that the variance over all dimensions can be reduced to a single proxy (factor). 26 This variable was originally coded by Mattli and Plümper and is available upon request as is the whole dataset (Mattli and Plümper, 'The Demand-Side Politics of EU Enlargement').
27 All economic control variables are from the World Bank's Development Indicators. 28 The EU publishes regular reports on the progress the candidate countries have made, based on the single chapters; see http://europa.eu.int/comm/enlargement/negotiations/chapters/index.htm.
The opposition variables measure the strength of political parties opposing EU membership. The first variable counts the percentages of all votes Eurosceptic parties received based on previous election results. A second variable accounts for whether a Eurosceptic party is part of an executive coalition. Our theory holds that the participation of Eurosceptic parties in a governmental coalition slows down the reform process. We code the variable 1, if a Eurosceptic party participates in government, 0 if not. Information used for coding the strength of Eurosceptic parties is taken from Taggert and Szczerbiak, 'Zarate's Political Collection', and from 'Parties and Elections in Europe'.
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In the second stage, we control for the total size of the agricultural sector -a good proxy for the expected redistribution of agricultural subsidies once applicants are accepted. 30 In addition, we estimate the influence of the level of democracy at this stage.
Results
Mirroring our theoretical model, the empirical analysis follows a two-stage process. In the first stage, we endogenize transition countries' decision to apply for EU membership. The estimated probability of non-application is then used as a regressor in the second stage analysing the likelihood that the EU short-lists an applicant as an early accession candidate.
The selection character of the enlargement process gives rise to serious but nevertheless solvable estimation problems. Simply excluding non-applicant countries would cause a severe estimation bias that might lead to wrong inferences. 31 To deal with these problems, we run a dynamic Heckman selection model, in which the estimated mean function in the second stage is conditioned on the selection process of the first stage. 32 The econometric logic behind the Heckman model nicely fits our theoretical problem. It reflects well the self-selection process in the first stage and also assumes that the probability of a country's non-application bears an influence on the likelihood of accession in the second stage.
Since our dependent variable in the second stage is binary, a standard Heckman model would be inconsistent and biased. We therefore employ a modified Heckman selection model. As in the original approach, it consists of two stages. While the original Heckman selection model employs a probit estimator in the selection equation and an ordinary least squares estimator in the second stage, we run a probit estimator in both stages. In the first stage, we analyse the universe of cases (all possible applicant countries for EU membership); in the second stage we consider a self-selected sample.
As already mentioned above, the first stage of the Heckman model tests the decision for or against an EU membership application. In the second stage, we regress the likelihood of closing accession negotiations on the estimated probability of non-application and the 29 Paul Taggart and Aleks Szczerbiak, 'The Party Politics of Euroscepticism in EU Member and Candidate States' (Brighton: Sussex European Institute Working Paper, No. 51, 2002) . See also http://www.terra.es/ personal2/monolith/home.htm; http://www.parties-and-elections.de/europe.html. 30 Agricultural subsidies to new members will probably be phased-in over a relatively long period of time. Since the conditions are identical for all new members, the total size of agriculture measures the relative stress new members put on the EU's common agricultural policy. 31 Heckman, 'The Common Structure of Statistical Models'. 32 Heckman, 'Sample Selection Bias as a Specification Error'.
other variables of interest. To control for potential panel heteroscedasticity across countries, the robust Huber-White sandwich estimator is employed. The results of the Heckman panel probit selection model are presented in Table 1 . While Model 1 includes only the variables central to our theoretical argument, Models 2-5 add variables that other scholars have identified as main driving forces behind either application or accession or both. We refer to Model 3 as the 'full model', from which the predicted probabilities of EU application and closing accession negotiations will be computed later. Model 4 adds a (significant) time trend to the model, which does not correlate with the substantive exogenous variables and therefore does not significantly affect the variables of theoretical interest. Model 5 adds democracy to the second level's independent variables to examine whether democracy influences the EU's accession decision beyond stage 1 as Schimmelfennig's theory suggests. Table 1 shows that even our baseline model (Model 1) fits the data reasonably well. If science aims to identify parsimonious models with large explanatory power, the inclusion of other factors into the theory is not warranted.
The results presented in Table 1 also demonstrate the superiority of a Heckman selection model over competing specifications. Both the likelihood ratio test (first stage model) and the Wald test (whole model) are highly significant, which allows for a rejection of the null-hypothesis that all coefficients jointly equal zero. Before taking a closer look at the estimated results, we also statistically test the advantage of the Heckman panel probit selection model over two independent probit models. Only if the estimation errors in the first stage and the errors of the second stage are correlated, does the Heckman procedure become the model of choice. If differs significantly from 0 (theoretically, it should be negative), a Heckman model is the only efficient and unbiased estimator in light of our theoretical model. We use a likelihood ratio test to examine whether indeed differs significantly from 0. The test reveals a significant negative for all models, except for Model 5, which suffers from misspecification due to the inclusion of democracy in both stages. The estimation of two independent probit (or logit) models would have caused severe bias and rendered the coefficient estimates of the second stage inconsistent.
The estimated coefficients in both stages back our theoretical claims. The 'signs' of all relevant coefficients point into the theoretically expected direction. In the first stage, the level of regulatory quality and democracy significantly enhance the likelihood of an EU application, thus lending support to the theory developed by Mattli and Plümper, as well as the theory suggested by Schimmelfennig.
33 These results are robust throughout different model specifications. Both variables together clearly have the largest impact on the application decision. The control variables presidential power, exports and government consumption influence the likelihood of an application in the predicted direction, although only the estimated coefficient of government consumption turns out to be significant. Accordingly, countries with a larger public sector are less likely to apply for EU membership. The positive and significant coefficient of the trend variable included in Model 4 indicates that the likelihood for application increases over time. Since, however, the variable does not substantially influence the theoretically interesting variables, the inclusion of this variable is not required.
We now turn to a discussion of the results of the second stage, which allows us to discriminate better between the competing theories. Again, our baseline model demonstrates that our theory provides a good parsimonious explanation for the EU's application and accession process. Adding variables does not improve our model significantly.
The variables serving as short-hand information for the political preferences of relevant political actors largely affect the decision of EU insiders to select an applicant for early admission. While the likelihood of acceptance rises with the number of closed chapters, the power of Eurosceptic parties within the political system negatively co-varies with the accession probability of an applicant country. However, the significance of the latter variable crucially depends on the operationalization. The EU seems to accept applicants regardless of Eurosceptic parties in parliament, but remains reluctant to accept countries where adverse political interests are represented in government.
We also found evidence in favour of the 'agriculture matters' theory. At least, the absolute size of the agricultural sector seems to reduce the likelihood of accession. However, this variable is significant only if we exclude the level of democracy. Controlling the impact of democracy along with the size of the agricultural sector renders both coefficients insignificant. For now, we leave this result without a broader discussion. However, we return to this issue in the next section, where we examine the potential for multicollinearity and endogeneity.
For the rationalist vs. constructivist debate on enlargement it seems to be most important that the level of democracy has no impact on accession beyond its influence through the non-application hazard, which becomes insignificant once we control for the level of democracy in the second stage. We interpret this result as an indicator for a misspecification of Model 5. Democracy matters for enlargement through its impact on application and should be considered as an independent factor affecting accession. Therefore, our estimation casts doubts on Schimmelfennig's claim that democracy was the most important factor driving enlargement. At any rate, the enlargement process is less simple than Schimmelfennig suggests. Thus, the absence of democracy provokes a negative self-selection of transition countries, but democracy appears not to be important for the EU's selection of countries that became members in 2004.
Until now we have discussed only the sign of the estimated coefficients. Now we turn to analysing the effect of the size of all the exogenous variables to establish whether, for instance, regulatory quality or democracy have the greater impact on the likelihood of application. Since the coefficients estimated by probit regressions cannot be interpreted straightforwardly, we calculate the conditional effects of the most interesting variables on the probability of a country's application for EU membership (Table 2 ) and the completion of accession negotiations (Table 3 ). The computations of these conditional effects are based on the coefficients of the full model (Model 3) in Table 1 . Taking Model 1 as a reference would not change our results substantially. In the first stage we focus mainly on the effects of regulatory quality and the level of democracy respectively, holding all other exogenous variables constant at various levels.
As Table 2 displays, the likelihood of an EU application depends mainly on the regulatory quality within the applicant country. Unless a country combines an almost perfect regulatory quality with extremely unfavourable institutional conditions, it is likely to file an application. A country with fairly advantageous institutional conditions would apply only if the level of regulatory quality was not below average. Specifically, countries with a high level of democracy, low presidential power, low government consumption and a high level of exports apply for membership only after achieving at least a median level of regulatory quality. Median levels of all other variables require high *Note that we have displayed probabilities (in percentages), whereas in round brackets one can find the actual predicted values of the latent dependent variable (EUAPP) ranging from Ϫ ϱ to ϱ (normal distribution). A predicted value of 0 equals a probability of 50 per cent.
regulatory quality to ensure a probability of an application for EU membership that is higher than 50 per cent. The second crucial variable at the first stage is the level of democracy. High levels of democracy clearly increase the likelihood of application, if and only if the other variables take values above their sample median. A country that had not implemented most market-building measures would not apply for EU membership even if it is a stable democracy. Thus, while regulatory quality is an (almost) sufficient condition, democracy is not.
However, regulatory quality is not independent of the level of democracy. The appropriate interpretation of our results therefore distinguishes between a direct and an indirect influence of democracy on the likelihood of EU application. If we consider both linkages, democracy exerts a relevant influence on application. *Note that we have displayed probabilities (in percentages), whereby in round brackets one can find the actual predicted values of the latent dependent variable (accession negotiations) ranging from Ϫ ϱ to ϱ (normal distribution). A predicted value of 0 equals a probability of 50 per cent.
interesting variable, the number of closed chapters, given the different levels of all other exogenous variables controlled for in the second stage (power of Eurosceptic parties, total agricultural expenditures and the non-selection hazard-rate for application in the first stage). We only consider the range of independent variables of applicant countries to calculate the conditional probabilities of accession.
As Table 3 demonstrates, the closure of acquis communautaire chapters cannot be replaced by other variables influencing accession. Indeed, the closure of chapters signals that an applicant country will most likely not impede the smooth operation of future decision-making processes within the EU. Moreover, the power of Eurosceptic parties also exerts an impact on the accession decision of EU members. Accordingly, the failure to close all chapters never jeopardized the accession of Hungary and the Czech Republic, while Slovakia would probably not have been accepted for early membership if the country had not performed well in implementing acquis reforms.
Summing up, the empirical test evidenced the crucial importance of the acquis communautaire reforms in the EU's selection process -supporting our hypothesis that the EU selected candidates on an evaluation of political preferences represented in the applicants' political arena. Concerned about the impact of potential new members on decision making, current EU countries designate conditional membership to transition states in order to gain the necessary information about the distribution of policy preferences in applicant countries. The next section tests the robustness of our model in various perspectives.
T E S T S O F R O B U S T N E S S, C O R R E L A T E D E R R O R S, M U L T I C O L L I N E A R I T Y A N D E N D O G E N E I T Y
In the preceding section, we have discussed the results from a Heckman estimation of our baseline model. In addition, we have demonstrated the robustness of our results to the inclusion of control variables that other scholars have identified as important influences on the likelihood of application or accession.
However, other potential limitations to the validity of our estimates may exist. In this section, we use more advanced econometric tools to test the robustness of our model to potential biases that might have emerged from the particularities of the Heckman model we have estimated in the previous section. More specifically, we discuss the potential for and the impact of correlated errors, multicollinearity and the impact of endogeneity between the exogenous variables of our richer models. We address these issues in turn.
Correlated Errors
A central issue is the question whether our results are spurious, because both the likelihood of accession and the number of closed chapters increase over time. 34 At least in principle, our estimates could mirror this parallel development rather than indicate causality. To check up on this, we delete the time-dimensional information of our accession estimation and run a pure cross-section of the accession stage for the decision year. This estimation suffers from low degrees of freedom. Partly as a consequence, even our relatively 'empty' baseline model (Table 1 , Model 1) perfectly predicts the actual outcome if we employ a probit estimator. Thus, we increase the variance of the dependent variable by regressing the estimated probabilities of accession from Model 5 on the explanatory variables. A cross-sectional ordinary least squares (OLS) regression reveals that only the number of chapters is positively and significantly related to the estimated probability of accession. All other variables are correctly signed but insignificant. 35 This test suggests that we do not derive wrong inferences from the parallel development of two unrelated time-series. Our model makes correct predictions in the cross-section as well.
A related question asks whether our results are likely to be biased, because countries might have qualified for EU membership before the EU filed its final accession decision. Specifically, it is likely that countries such as Hungary and the Czech Republic would have been accepted if the EU had selected new members as early as 1999 or perhaps even in 1998. As a consequence, our model produces correlated and overestimated errors for countries whose governments were quicker at implementing acquis reforms than the EU was at accepting new members. Nevertheless, the bias is not likely to be large, since we use a maximum likelihood estimator. This procedure does not minimize errors (as does OLS), but computes coefficients that maximize the number of 'right' predictions as well as maximizing the likelihood that the predicted probabilities of accession are normally distributed.
Unfortunately, there is no straightforward econometric way to deal with the problem of serially correlated errors in probit estimates. We can, however, evaluate the magnitude of the bias caused by correlated errors. In doing so, we can easily analyse the extent to which correlated errors have an impact on the credibility of our results.
To examine the bias, we estimate the same models as in Table 1 with a slightly modified dependent variable. Rather than regressing the Copenhagen decision on the battery of right-hand-side variables, we regress the predicted date at which an applicant country passed the threshold for EU accession on the very same variables. To find the predicted date we use Model 5 of Table 1 and predict how long it would take for enough chapters 34 We thank an anonymous referee for bringing this issue to our attention. 35 Estimation results will be supplied upon request.
to be closed for each of the ten countries to meet the criteria for accession formally. What is the purpose of this procedure? While the model specification of Table 1 reports potentially upward-biased errors, the adjusted regressions are based on the lowest possible standard errors, given that we hold the estimation model constant. Lowest possible standard errors (which are likely to be downward-biased) emerge here as a by-product of the maximum likelihood estimator minimizing the likelihood function along with maximizing the number of correct predictions. Since the procedure eliminates errors due to the fact that the EU files its decision later than some applicants have qualified for accession, standard errors must be smaller. This procedure should give downward-biased standard errors while the errors reported in Table 1 are likely to be upward-biased. Accordingly, the 'true' standard errors fall between those estimated in the two models. We find that the results differ only slightly from those reported in Table 1 . Neither the estimated standard errors nor the coefficients deviate much due to the change in the operationalization of the dependent variable. Perhaps most importantly, the confidence intervals of all variables overlap. Thus, all interpretations remain in order.
Tests of Multicollinearity and Endogeneity
Up to this point we found no evidence that our results have to be interpreted cautiously. In this subsection, we shed some light on the question of whether our exogenous variables included into the second stage are multicollinear or endogenous to the first stage variables. Multicollinearity would leave coefficients consistent but would render the standard errors upwardly biased. Endogeneity could influence the interpretations of our results. Most importantly, democracy could still play a major role in accession if it largely determined the relative power of Eurosceptic parties and the political handling of the acquis communautaire reforms.
We begin with a less important test of multicollinearity and report the cross-correlation of exogenous variables in Table 4. A first glance at Table 4 reveals that our estimates do not suffer much from multicollinearity. With the exception of the correlation between regulatory quality and the relative power of Eurosceptic parties, no correlation appears to be high enough to render 36 We may therefore claim that the standard errors we have reported in Table 1 are correct. Yet our critique of the theoretical nexus between democracy and accession could be hampered by endogeneity, especially from a causal link between democracy and the number of closed chapters. We run a negative binominal regression of the number of chapters on the right-hand side variables of substantive interest in stage 2 to test for this possibility, again applying a robust Huber-White sandwich estimator to account for panel heteroscedasticity.
37 Table 5 presents the results of this analysis. Table 5 demonstrates the existence of a minor endogeneity problem, which gives room for an indirect link between the level of democracy and accession. However, computing the conditional impact of democracy on the chapter variable proves that the link remains far from being the most important source of influence. On average, 'democracy' accounts for approximately 30 per cent of total acquis reforms. Considering this indirect effect on the interpretation of Table 1 , democracy turns out to exert an indirect influence on accession -an effect which is conditioned upon implementation of the acquis communautaire reforms. However, democracy is not the most important factor driving the enlargement process.
We may therefore conclude that while democracy does not influence accession in an unconditional manner, it exerts a moderate indirect influence on accession via the 36 Note that multicollinearity has no impact on the coefficients. Even if two or more variables were collinear, the estimated coefficients would remain unbiased. Therefore, our inferences are not hampered by multicollinearity problems. 37 Likelihood ratio tests have shown that we have to deal with overdispersion ( 0), which means the sample variance is larger than the mean. Consequently, we cannot run a simple Poisson model but have to use a negative binomial regression procedure that allows for overdispersion.
non-selection hazard in the first stage and via the number of closed chapters in the second stage. This result renders the following causal chain most likely:
1. The transition country chooses its political regime. 2. The more democratic the constitution, the more comprehensive reforms will be implemented and the better the level of regulatory quality. 3. The higher the level of regulatory quality, the more easily the EU's acquis conditions can be accomplished -the more a country is likely to apply for EU membership. 4. The emerging compliance between transition countries' political preferences and EU standards largely increases the likelihood of accession.
C O N C L U S I O N This article puts forward three interrelated arguments: first, we demonstrated that the application and the accession processes are theoretically intertwined; secondly, we gave evidence that the factors influencing application and accession are not identical; and, thirdly, we supported the claim that the level of democracy and regulatory quality drive the application process, whereas the decision to grant membership rights is dominated by the EU's evaluation of policy preferences represented in the political system of applicant countries. EU members' concerns about the potential impact of new members on future decision-making processes within an enlarged EU sway strategies employed in the accession process. To avoid deadlock and backlashes in integration, EU members attempt to discriminate against countries with widely diverging policy preferences.
From a methodological perspective, it is important to recognize how interrelated decisions can be efficiently analysed by a Heckman panel probit estimator. This holds even if decisions are not determined by identical factors or in the presence of parameter heterogeneity. The estimator is efficient, robust and unbiased.
Expected utility mattered on both sides of the former Iron Curtain: political leaders in transition countries calculate the impact of acquis communautaire reforms on their 'political economy' and the likelihood of getting accepted. EU members calculate the effect of granting membership rights to applicant countries on the EU's future decision-making processes.
APPENDIX: DERIVATION OF THE PANEL PROBIT HECKMAN ESTIMATOR
To start with, the selection equation of the Heckman probit selection model can be written as
where euapp * it is assumed to be a latent continuous dependent variable of the selection equation, z Ј it denotes the vector of independent variables in the first stage, 38 stands for the vector of coefficients to be estimated and it is the error term of the selection equation. by inserting the estimated ˆ. ˆi t denotes the estimated non-selection hazard-rate for country i in year t. Finally, we estimate a probit model with ˆi t as additional regressor on the sample with euapp it ϭ 1. As one can see in Equation A12 the estimated coefficient of ˆi t denotes the correlation between the error terms of the first and second stage. For a Heckman type model it is crucial that this correlation differs significantly from 0. Otherwise the result of the second stage does not depend on the first stage and two separate estimations are more appropriate. In our special case this correlation should significantly differ from 0 and it should be negative since we assume the higher the probability of non-application, the lower the likelihood of closing the accession negotiation. 39 Note that the selection equation has to include at least one regressor zit that is not a part of xit and it should include a constant. The second equation, however, need not include a constant.
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